Small and medium-sized enterprises play a leading role in modern economies -they create more than 50% of GDP, employ over 70% of people and are a major source of entrepreneurship (more than 99% of entities belongs to the SME sector). The changes in the socio-economic system, initiated in Poland at the turn of 1989 and 1990, became the foundation for the development of entrepreneurship. Nowadays, companies from the SME sector have dominated the market over time and play a key role in the Polish economy. Small and medium-sized companies dominate in the domestic economy as they account for almost 99.9% of all enterprises. Their role in creating GDP is increasing -over the last 25 years, the share of SMEs' production in GDP almost doubled. The impact of the SME sector on the national economy can be also described through its participation in the creation of jobs. The SME sector is a major employer, employing more than 7.8 mln workers. Therefore, it is important to examine the condition of small and medium-sized enterprises.
. Poland does not differ in this regard from economies of other countries. The changes in the socio-economic system, initiated at the turn of 1989 and 1990, became the foundation for the development of Polish entrepreneurship. The creation of a free-market economy has led to a renaissance of Polish small and medium-sized enterprises, which have dominated the market over time. Nowadays, companies from the SME sector play a key role in the Polish economy, significantly affecting the development of basic economic indicators -they constitute more than 99% of all business entities, generate almost half of GDP and provide employment for almost 70% of labour force.
A significant role of the SME sector makes the need to investigate how these enterprises respond to a downturn particularly important. The aim of the paper is to analyze the impact of the economic downturn on the financial condition of Polish non-financial SME companies. The survey covered such issues as: the number of active enterprises, number of persons employed and employees, revenues and production, profitability indicators, salaries and labour productivity.
the cUrrent state of knoWleDge -transMission of the econoMic DoWntUrn to the polish econoMY
The economic crisis that spread from the USA to other countries did not reach emerging markets general, and Central Europe particular, as strongly as the economies of developed countries 4 . Poland was hit by the economic downturn to the slightest extent out of all the Community countries, and it was (and has) remaining during the crisis a country the only member state of the EU with growing GDP 5 . Low vulnerabilities have defined it as a "green island".
Initial high resilience of the Polish economy to the global crisis was mainly due to the fact that sources of the crisis were external, not internal. In that situation, weak links with the US economy and its banking and financial sector meant that Poland did not suffer its consequences directly. Additionally, a relatively stable situation of the Polish banking system (a low proportion of non-performing loans, almost absent "toxic assets") 6 and a large, relatively stable internal market which is the recipient of most domestic production contributed to that state of affairs. Moreover, a dynamic development of the service sector, the manufacturing and construction industries, led to a steady increase in the labour market.
Changes in the global economy proved to be too deep, however, for Poland or any other country to protect itself. The transmission mechanism of crisis phenomena, which reached Poland with some delay, worked mainly through two channels i.e. financial markets and foreign trade. The first signs of the economic downturn were visible at the turn of the year 2008 and 2009. This was mainly due to the rapid deterioration of the economic situation of our most important trading partners. in exports of Polish enterprises and a withdrawal of foreign investors from the capital market. The crisis in developed countries generally leads to a decline in confidence in emerging economies considered less safe. It results in an outflow of capital from these countries, which leads to depreciation pressure and increasing volatility in the foreign exchange market 7 . Paradoxically, however, the depreciation of the Polish zloty had a positive impact on improving international competitiveness of Polish enterprises and thus the foreign trade balance. Hence, the decline in the value of exports was not as rapid as the initial decline in demand in the countries first affected by the crisis. Those phenomena allowed Poland to achieve the GDP growth of 1.7% 8 , unique among EU Member States and other developed economies. The GDP growth was also positively influenced by consumption, which is a major driving force of the Polish economy.
the MethoD of research
The analysis, carried out in the period 2003-2013, was conducted on the basis of statistical data published by the Polish CSO in Activity of non-financial enterprises.
The research sample comprises legal persons, entities without legal personality, and natural persons, which conducted economic activity in Poland in the years [2003] [2004] [2005] [2006] [2007] [2008] [2009] [2010] [2011] [2012] [2013] . The group of analyzed entities do not include units classified to section A (Agriculture, forestry and fishing), K (Financial and insurance activities) and O (Public administration and defense; compulsory social security).
The data were derived by CSO from a sample survey on the entities regarded as microenterprises (with up to 9 persons employed), as well as from two exhaustive surveys on remaining entities (depending on the type of activity). By 2008, the economic condition of the Polish SME sector systematically improved due to three main factors: the good condition of the Polish economy, worldwide economic boom and an inflow of EU structural funds. This period is considered to be good times for the economic and business development of enterprises, including the establishment of new businesses.
Poland's accession to the European Union has affected companies in two ways. On the one hand, the elimination of many pre-existing non-tariff barriers protecting Polish producers against foreign competition has forced companies to increase competitiveness and innovativeness. On the other hand, Polish companies have gained easier access to international markets. Access to financial support in the framework of the Structural Funds has also been an opportunity for the Polish economy, especially SMEs.
Generally, as a result of accession, stabilization of quantitative and qualitative development of the Polish SME sector occurred. Over five years, the number of active entities increased by 7.9%, the number of jobs by 13.6% and revenues by 37.5% (revenues per enterprise by 27.4%) (figure 1). Positive changes also occurred in the case of gross turnover profitability, gross profit (+75.8%) and labour productivity 9 (+28%).
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ber of active entities increased by 7.9%, the number of jobs by 13.6% and revenues by 37.5% (revenues per enterprise by 27.4%) (figure 1). Positive changes also occurred in the case of gross turnover profitability, gross profit (+75.8%) and labour productivity 9 (+28%). The analysis of enterprises taking into account their size indicates this determinant has an important impact on changes in various areas of their operations. Medium-sized enterprises showed the largest increase in total revenues and one company recorded an increase in labour productivity and average wages. Small businesses dominated in terms of the number of active entities and The analysis of enterprises taking into account their size indicates this determinant has an important impact on changes in various areas of their operations. Medium-sized enterprises showed the largest increase in total revenues and one company recorded an increase in labour productivity and average wages. Small businesses dominated in terms of the number of active entities and creating new jobs. A characteristic feature of micro enterprises was, however, a significant increase in gross profit, and thus the pre-tax operating profit margin (GTP).
THE ECOnOMIC DOWnTuRn In pOLISH SMES
The drastic economic downturn in the country and foreign markets affected the financial condition of enterprises. In 2009 almost all the studied parameters deteriorated 10 (figure 2). The changes, however, especially compared to the USA and other EU countries, were not so deep. The crisis meant that within a year the number of companies active in the SME sector fell by 10.2%. This was caused primarily by the self-cleansing of the market and also by a decrease in the number of newly registered entities.
Unfavourable changes also occurred in the labour market -the number of persons employed fell by 5.9% and employees by 3.7%. The relationship between changes in both parameters seems interesting. SMEs are the major employers of non-standard forms of employment. However the situation of these workers is very fragile in SMEs. It is assumed that in times of crisis, persons employed on non-standard forms of employment are first to be laid off 11 . In Poland, however, the opposite trend was visible -the number of jobs diminished more quickly than employment. This was due to the before-mentioned processes of self-cleansing (owners of one person companies) but also to the fact that to optimise labour costs entrepreneurs first laid off the most cost-intensive employees, i.e. the ones on employment contracts. 10 The only exception are wages steadily increasing since 2003 regardless of the company size. 11 V. Bussat Poland, however, the opposite trend was visible -the number of jobs diminished more quickly than employment. This was due to the before-mentioned processes of self-cleansing (owners of one person companies) but also to the fact that to optimise labour costs entrepreneurs first laid off the most costintensive employees, i.e. the ones on employment contracts. The year 2009 also saw a reduction in production (by 8.9%), revenues (by 10.4%), gross profit (by 13.1%), capital expenditures (by 10.2%), labour productivity (by 5.3%) and gross turnover profitability of SMEs. However, since the decline in the number of active companies was greater than the decline in production and revenues, in 2009 the average value of production per one enterprise increased by 1.4% and revenues fell by only 0.2%. A similar situation occurred with investment expenditures -they were reduced by only 0.04%.
Wages, which systematically increased, were the only area in which the downturn did not lead to unfavourable changes, although there was a weakening of their growth in 2009.
The analysis of the particular groups of companies in the SME sector indicates the level of their response to the economic downturn varied. Small busi-11 V. Bussat The year 2009 also saw a reduction in production (by 8.9%), revenues (by 10.4%), gross profit (by 13.1%), capital expenditures (by 10.2%), labour productivity (by 5.3%) and gross turnover profitability of SMEs. However, since the decline in the number of active companies was greater than the decline in production and revenues, in 2009 the average value of production per one enterprise increased by 1.4% and revenues fell by only 0.2%. A similar situation occurred with investment expenditures -they were reduced by only 0.04%.
The analysis of the particular groups of companies in the SME sector indicates the level of their response to the economic downturn varied. Small businesses were the most resilient to economic changes. Declines in most of the indicators in this group were the smallest and their financial standing improved most rapidly. Micro enterprises turned out to be the most vulnerable to changes in economic conditions. Declines in the value of the studied parameters were generally the highest. In addition, this group failed to return to the pre-crisis condition.
The year 2009 saw a decrease in economic activity as there was a reduction in the number of companies in all the analysed groups of entities (figure 3) . There was, however, a clear relationship between the size of enterprises in the SME sector and the number of liquidated companies -the larger the company, the weaker its response to the downturn. The biggest decline occurred among micro enterprises (10.26%), while the smallest decrease was recorded among medium-sized ones (-3.18%). Importantly, this group turned out to be more resilient to the economic downturn in this regard than large enterprises (a decrease of 4.27%).
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The year 2009 saw a decrease in economic activity as there was a reduction in the number of companies in all the analysed groups of entities (figure 3). There was, however, a clear relationship between the size of enterprises in the SME sector and the number of liquidated companies -the larger the company, the weaker its response to the downturn. The biggest decline occurred among micro enterprises (10.26%), while the smallest decrease was recorded among medium-sized ones (-3.18%). Importantly, this group turned out to be more resilient to the economic downturn in this regard than large enterprises (a decrease of 4.27%). A similar situation occurred with SMEs' role related to creating jobs (figure 4). The largest decline in the number of employed occurred in micro enterprises (7.06%) and the smallest decrease in medium-sized enterprises (3.23%).
It is important to note that the SME sector was less vulnerable in this respect than large entities (-9.55%). Declines were much smaller in the area of employment. Additionally, the smallest companies reduced the level of employment to the slowest and lowest degree (-2.65%). The largest decrease in employment levels was observed in large (-6.12%) and small enterprises (-5.98%). The differences in the level and trend shaping these values, as mentioned earlier, may arise from the fact that micro enterprises are mainly one person companies, relying solely on their owners' work, and that their revenues come exclusively from the provision of work for other companies without incurring work- A similar situation occurred with SMEs' role related to creating jobs (figure 4). The largest decline in the number of employed occurred in micro enterprises (7.06%) and the smallest decrease in medium-sized enterprises (3.23%).
It is important to note that the SME sector was less vulnerable in this respect than large entities (-9.55%). Declines were much smaller in the area of employment. Additionally, the smallest companies reduced the level of employment to the slowest and lowest degree (-2.65%). The largest decrease in employment levels was observed in large (-6.12%) and small enterprises (-5.98%). The differences in the level and trend shaping these values, as mentioned earlier, may arise from the fact that micro enterprises are mainly one person companies, relying solely on their owners' work, and that their revenues come exclusively from the provision of work for other companies without incurring work-related costs 12 . Thus, liquidation of such activities leads to a reduction in the number of jobs but not necessarily employment. . Thus, liquidation of such activities leads to a reduction in the number of jobs but not necessarily employment. The economic downturn also caused declines in production levels and revenues (figure 5). The relationship between the overall level of production and revenues per enterprise is, however, interesting. 2009 saw a decrease in both values, yet in the case of the analysis covering revenues and production levels per enterprise, the situation looks different. Generally, revenues per enterprise in the SME sector increased by 1.39%. However, this was due to an increase in the average income in micro enterprises (2.14%). The remaining groups of enterprises recorded declines in this area (the larger the company, the greater the decrease).
The analysis of revenues indicates a similar trend -micro enterprises showed a slight increase (of 0.80%). Moreover, revenues grew both in real and nominal terms. Small and medium-sized enterprises saw a decline in average revenues. Medium-sized entities, however, responded more strongly to the downturn (-6.48%) than the small ones (-4.80%).
The unusual situation of micro enterprises, however, was not permanent and did not stem from their very low vulnerability to the economic downturn but from a delayed response. Over the next three years, micro enterprises, as the only group of companies, recorded a systematic decrease in revenue and production levels. The economic downturn also caused declines in production levels and revenues (figure 5). The relationship between the overall level of production and revenues per enterprise is, however, interesting. 2009 saw a decrease in both values, yet in the case of the analysis covering revenues and production levels per enterprise, the situation looks different. Generally, revenues per enterprise in the SME sector increased by 1.39%. However, this was due to an increase in the average income in micro enterprises (2.14%). The remaining groups of enterprises recorded declines in this area (the larger the company, the greater the decrease).
The unusual situation of micro enterprises, however, was not permanent and did not stem from their very low vulnerability to the economic downturn but from a delayed response. Over the next three years, micro enterprises, as the only group of companies, recorded a systematic decrease in revenue and production levels. The decrease in production and revenues accompanied by an increase in costs led to a reduction in the SME sector's profitability (figure 6). Over one year, the overall level of revenues fell by more than 13%. It should be remembered, however, that the data relate to entities that generate a financial surplus. The analysis of gross turnover profitability ratio (GTP) indicates that in 2009 only the profitability of micro enterprises was reduced (by 0.5 pp). Mediumsized and large companies showed a rise in the GTP level. It should be noted, however, that it resulted from the decline recorded a year earlier. The decrease in production and revenues accompanied by an increase in costs led to a reduction in the SME sector's profitability (figure 6). Over one year, the overall level of revenues fell by more than 13%. It should be remembered, however, that the data relate to entities that generate a financial surplus. The analysis of gross turnover profitability ratio (GTP) indicates that in 2009 only the profitability of micro enterprises was reduced (by 0.5 pp). Medium-sized and large companies showed a rise in the GTP level. It should be noted, however, that it resulted from the decline recorded a year earlier.
Changes in the production level and the number of employed led to changes in labour productivity. Overall productivity of SMEs fell by 3.21%, primarily as a result of reducing the productivity of small businesses (-7.4%). Micro enterprises (-1.38%) and medium-sized enterprises (-4.32%) recorded a much smaller decrease in productivity. Interestingly, large enterprises saw then an increase of 3.26% in labour productivity The analysis of gross turnover profitability ratio (GTP) indicates that in 2009 only the profitability of micro enterprises was reduced (by 0.5 pp). Mediumsized and large companies showed a rise in the GTP level. It should be noted, however, that it resulted from the decline recorded a year earlier. 
AfTER THE ECOnOMIC DOWnTuRn
The deterioration of the economic situation of Polish enterprises was not very deep and only short-term as in 2010 an improvement in their condition was evident. In general, statistics show there was a further deterioration in the condition of the SME sector at the time (a decline in revenues and production, as well as the number of employed and employees). The analysis of the condition of particular groups of enterprises indicates, however, that the overall performance of the SME sector was undercut by micro enterprises. As mentioned earlier, this group experienced unfavourable trends with some delay (2010) (2011) (2012) . Thus, the overall performance of SMEs was determined by their condition (a further decrease in revenues, production, employment and number of employed, accompanied by the largest increase in GTP). In the other groups of entities (small and medium-sized ones), there was a clear improvement in the financial condition in 2010 -an increase in all the analysed parameters 14 . Medium-sized enterprises regained their balance much faster as they recorded a higher increase in revenues (2.05%), production (3.79%) and gross profit (15%). In the group of small businesses much stronger growth in economic activity (4.79%), the number of jobs created (1.80%) and employment (+0.02%) was seen. Despite the fact that small and medium-sized enterprises showed increasingly better financial standing, they fared much worse than large enterprises.
In the following years there were fluctuations in the economic condition of the Polish SME sector. In 2011, further growth of the parameters was visible but a year later they declined (only the number of enterprises and average wages increased). In the last year of the analysis (2013) there was another noticeable improvement in the situation of SMEs.
Although Polish companies weathered the downturn relatively well, at least in comparison with other countries in the EU and the world, they failed to regain their pre-crisis positions. At the end of 2013, compared to 2008, the Polish SME sector recorded only a higher number of active companies and a higher level of labour productivity (figure 7), as well as steady growth in average wages. The group of large enterprises, in which only four analysed parameters were lower (the number of companies, the number of employed and employees, GTP), exhibited much better performance.
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es. The group of large enterprises, in which only four analysed parameters were lower (the number of companies, the number of employed and employees, GTP), exhibited much better performance. The situation of SMEs, however, varied significantly. The most resilient to economic changes were small businesses. In the case of most of the indicators, declines were the lowest and their financial standing improved most quickly. Eventually, in 2013, as many as 6 analysed parameters in this group were higher than in 2008 (the number of companies -7.56%, total revenues -4.57%, production per enterprise -6.48%, the number of employed -1.9%, labour productivity -4.46%, average wages -10.49%). In addition, a decrease in the remaining values was the lowest in the SME sector.
Medium-sized enterprises turned out to be less resilient to the crisis. Only four parameters were higher in this group: revenues per enterprise (+0.28%), total production (+4.40%) as well as the mentioned earlier labour productivity (+4.53%) and average wages (+6.17%).
Micro enterprises proved to be the most vulnerable to changes in economic The situation of SMEs, however, varied significantly. The most resilient to economic changes were small businesses. In the case of most of the indicators, declines were the lowest and their financial standing improved most quickly. Eventually, in 2013, as many as 6 analysed parameters in this group were higher than in 2008 (the number of companies -7.56%, total revenues -4.57%, production per enterprise -6.48%, the number of employed -1.9%, labour productivity -4.46%, average wages -10.49%). In addition, a decrease in the remaining values was the lowest in the SME sector. Medium-sized enterprises turned out to be less resilient to the crisis. Only four parameters were higher in this group: revenues per enterprise (+0.28%), total production (+4.40%) as well as the mentioned earlier labour productivity (+4.53%) and average wages (+6.17%).
Micro enterprises proved to be the most vulnerable to changes in economic conditions. In the period of downturn, they recorded the largest declines (though one year later). In addition, micro enterprises failed to return to the pre-crisis condition. At the end of 2013, they recorded only a higher level of labour productivity and wages. It should be noted, however, that the average wage in this group of companies is the lowest and it is close to the minimum wage 15 . The growth of this parameter resulted mainly from an increase in the minimum wage -in the years 2008-2013 the average gross wage in micro enterprises increased by 12.39% and the minimum wage by 42%.
conclUsions
The condition of the SME sector, which plays a leading role in most economies, and its response to the economic downturn in particular is very important. The deterioration of the economic situation of this group of enterprises causes major changes in the real economy, especially the labour market.
The analysis presented indicates that the global crisis that reached Poland with some delay had a relatively mild impact on Polish companies. It led to a reduction in basic parameters (revenues, production, profitability, the number of persons employed and employees), the declines, however, were mild and short-term. Micro-enterprises, which recorded the largest decreases, proved to be by far the most vulnerable to the crisis. In addition, they were unable to return to the situation before the downturn. Small businesses were the least vulnerable.
High resilience of Polish enterprises to the economic downturn resulted, among others, from the fact that Polish SMEs are particularly active in services and trade, hence they depend on domestic demand rather than exports. Small businesses in Poland operate in relatively safe market niches. Moreover, the government took a number of initiatives (a stimulus package) supporting Polish companies in order to maintain economic activity during the crisis.
